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% Everyone’s lines are muted when entering the meeting. This is to prevent background noises from
g interrupting the presentation. Only the host is able to unmute someone.

B3 Layout Click on the Layout button to set your preferred viewing option.

If you would like to ask a question about the presentation, please use the Q&A box to send a
question to the presenter or a panelist. They will respond to your question(s) either during the
presentation or at the end of the presentation.

At the end of the meeting, there will be a survey with (9) evaluation questions about the
presentation. Your feedback is important to us, so please complete the survey after the webinar.
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The information in this presentation is intended to be an overview. It is
not a comprehensive explanation of all aspects of the subject matter,
does not represent legal advice, and is not legally binding on the
Department. Information regarding taxes and tax administration
changes frequently and should always be confirmed through a tax
professional.

Please refer to the Alabama Department of Revenue website at
revenue.alabama.gov for additional information.
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Purpose of this Webinar:

To inform Alabama business taxpayers of :

*  Who is required to withhold Alabama Income Tax

* How to determine whether a person is an employee or an independent
contractor

* Federal and State Withholding Exemption Taxes

* How to report Federal and State Withholding and related forms

* Other Payroll-Related Taxes

* Helpful links on ALDOR’s website
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Who is Required to Withhold
Alabama Income Tax?
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* Employers with employees working in the State of Alabama who are not
independent contractors.

* Alabama employers, with Alabama residents working outside the State of
Alabama, will need to withhold Alabama income tax on those residents
unless they are withholding tax for the state in which the employee is
working.

* Employers, who are residents of Alabama, are required to withhold taxes
from wages of their employees who are not residents of Alabama only to
the extent that the wages are earned in Alabama.

* Nonresident employers are required to withhold Alabama income tax on
wages earned in Alabama.

Rk © 2 ADOR:BEST!




How to Determine Whether a
Person is an Employee or an
Independent Contractor
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Employee vs. Independent Contractor

» Alabama uses the Federal classification determination to define the
relationship between a business and an employee or an independent
contractor. (See Federal Form SS-8 - Determination of Worker Status for
Purposes of Federal Employment Taxes and Income Tax Withholding.)

* An employee cannot claim to be an independent contractor for Alabama
purposes and therefore exempt from Alabama withholding tax, unless he has
met the Federal guidelines for being an independent contractor.

 Refer to IRS Publication 15-A, Employer s Supplemental Tax Guide at
https://www.irs.gov/.
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Employee vs. Independent Contractor

Three Common Law Factors

O Behavioral Control U Behavioral Control
v" Controls when, where, and how the work is done v' Plan their own hours
v Training v Qualified
O Financial Control O Financial Control
v No profit motive v Profit motive
v’ Paid wages by the hour, week or month v Paid a predetermined amount
O Relationship U Relationship
v Employee type benefits v/ Will have a written contract
ALABAMA
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Employee vs. Independent Contractor
Employee: Independent Contractor:
* Does not control how, when, or where ¢ Controls every aspect of how, when, and
he/she works where the work will be done
* Day-to-day work is important to the * Not important for daily company
business workflow
* Uses company resources » Uses own resources to get job
completed
* Employee receives a Form W-2 from * An independent contractor receives
employer Form 1099 for services rendered
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Employee vs. Independent Contractor
Examples

Dance instructors working in a health club, where the Dance instructors, who select their own dance routines
club sets hours of work, the routines to be taught and  to teach, locate and rent their own facilities, provide
pays the instructors from fees collected by the club their own sound systems, music and clothing, collect
are examples of employees. fees directly from customers, and are free to hire
assistants are examples of independent contractors.

A repairperson working in a shop where the shop A repairperson who owns or rents a shop, advertises
owner sets the prices, the hours and days the shop is  the services to the public, furnishes all of the tools,
open, and the repairperson is paid an hourly wage for equipment, and supplies necessary to make repairs.
the work done.
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Federal and State Withholding
Exemption Taxes
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Federal Form W-4

* Each employee must complete Form W-4 (Employee’s Withholding
Certificate) for Federal withholding.

* Employers must retain a copy of the W-4s for a minimum of 4 years
after the date the last tax return was submitted using the information
on the W-4s.

See IRS Publication 15, Employer s Tax Guide, at
https://www.irs.eov/ for instructions.

ALABAMA ;
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Federal Form W-4

Employee’s Withholding Certificate

Form W-t 80 he jour

‘omployer
P Give Form W-4 to your smployer.
» Your withhokding is subject 1o review by the IRS.

Tast rame

Ty town, stain. 3nd 2 o0,

fch | Single or Marvied filng separately
| Married filing jolnty or Ouaitying widawier)

Gompbate S2008 3.4 ONLY I hey sopky 0 yous therwis, oo o §29p § Sae Dage for e inomeion on sech step i oon

g, when 1o use . and privacy.
Step 2: Complete this step i you (1) hoid more than one job at a time, or (2) are married filing jointly and your spouse
Multiple Jobs aiso works. The comrect amount of withholding depends on income sarmed from all of these jobs.
or Spouse Do anly one of the following.
Works

{a) Usa tha estimator at www. rs. gov/W4App for most accurate withholding for this step (and Steps 3-4); or

(b} Use the Multipke Jobs Worksheet on page 3 and enter the result in Step 4(c) below for roughly accurate withholding; o

{c)  there are anly two jobs total, you may check this box, Do the same on Form W-4 for the ather job. Tmsnpmn
s accurate for jobs with similar pay; otherwise, more tax than necessary may be withheld

TIP: To be accurate, submit a 2021 Form W-4 for all other jobs. Hf you {or your spouse) have self-smployment
Income, including as an independent contractor, use the estimator

Complete Steps 3-4{b) on Form W-4 for only ONE of these jobs. Leave those steps blank for the other jobs. (Your withhoiding will
be most accurate i you complete Steps 3-4(b) on the Form W-4 for the highest paying job.)

Step 3: If your total income will be $200,000 or less ($400,000 or less if married filing jointly):
g':;’: L Mutiply the number of qualiying chidren under age 17 by $2,000 & §
Multiply the number of other dependents by $500 >3
‘Add the amounts above and enter the total here . . . o 3 i$
Step 4 0) Other income Inot from iobsl  you vt tax wihhex for ofer Incoms you erpect
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Alabama Form A4

* Each employee must complete Form A4. (Form W-4 for Federal

withholding cannot be substituted.)

* Employer must withhold using zero exemptions, when Form A4 is not

filed.

* Employers must retain a copy of the A4s for a minimum of 3 years after the
date the last tax return was submitted using the information on the A4s..

» If an employee claims 8 or more exemptions, the employer sends a copy of
the Form A4 to ADOR’s Withholding Tax Section.
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Form A4 —
Employee
Withholding
Tax Exemption
Certificate
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A4

Tty arips. S Rorea o o T Greployer wib B S Al W
-« e chums,

A4, 0 iy shal iy 3 peciaty of fve hunciie dollars 8500} x uch action prsard o Sacbon 4029.75

Pant | ~To b comploted by tha employea

HOW TO CLAIM YOUR WITHHOLDING EXEMPTIONS
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Nonresident Military Spouse Withholding

Tax Exemption (Form A4-MS)

* Public Law 111-97: Military Spouses Residency Relief Act
provides that spousal income is not subject to Alabama withholding
if the spouse is in the jurisdiction solely to be with the service
member serving in compliance with military orders.

 To qualify for the tax exemption, the answer to all 7 conditions on

the A4-MS MUST be TRUE.
L € 2 ADOR:BEST!
17
t Military Spouse :"”r*.:"m
i Exemption Certificate
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1. My 5p0usa 15 an BCVe QU MIRATY SIVIEMEMDNT ﬂ\'ms Dl rase
2. 1 am gt o miltary servicemamber
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How to Report

Federal Withholding and
Related Forms

Rk © 2 ADOR:BEST!

19

Federal Withholding

» Withheld from employee’s paycheck

» Amount withheld is based on employee’s W-4

* Usually paid by making deposits through EFT (EFTPS.gov)
* File Form 941 quarterly

» See IRS Publication 15 at https://www.irs.gov/ for instructions.

Rk © 2 ADOR:BEST!
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Form W-2 vs. Form 1099

* Businesses that have employees file the Form W-2
* Businesses that use independent contractors must file Form 1099-NEC

* Business that have both employees and independent contractors must
file Form W-2 and Form 1099-NEC

Rk © 2 ADOR:BEST!
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Form W-2 —Wage and Tax Statement

Every employer engaged in a trade or business, who pays remuneration, including
noncash payments of $600 or more for the year for services performed by an
employee, must file a Form W-2 for each employee (even if the employee is
related to the employer) from whom:

* Income, Social Security, or Medicare tax was withheld.
* Income tax would have been withheld if the employee had claimed no more

than one withholding allowance or had not claimed exemption from
withholding on Form W-4, Employee's Withholding Allowance Certificate.

Rk © 2 ADOR:BEST!
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Form W-2

22222 X a Employes's social security number l .
b Empioyer identification numibar (EIN) 1 Wages. tps. other compansation 2 Federal income tax withhaid
‘c Employer's name. address. and ZIP code 3 Social security wages 4 Social security tax withhekd
§ Medicare wages and tips 6 Medicare tax withheid
7 Social security tips 8 Allocated tips
d Control number 0 10 Dependent cara benafits
@ Empioyee’s first name and intial Last name Suft. | 11 Nonqualfied plans 128
= o ’2" .
u Dm‘er — - ;:: I
'
1 Employes's address and ZIP code ; :
Sute Employer's stats ID numbar ages, tips, eic. [ 17 Stats ncome tax | 18 Local wages, tips, etc.| 19 Local income tax | 20 Locality name
........ |
|
i w_z Wage and Tax Statement E U E ll Departmant of the Traasury —intemal Revenua Senvice

Copy 1—For State, City, or Local Tax Department

ALABAMA &2 ADOR:BEST!
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W-3 Transmittal of Wage and Tax
Statements

* Anyone required to file Form W-2 must file Form W-3 to transmit
Copy A of Forms W-2.

* A copy of Form W-3 along with copy D of Form W-2 must be kept for
a minimum of 4 years.

* W-3 along with the W-2s must be filed with Social Security
Administration by January 31%.

ALABAMA &2 ADOR:BEST!
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b TS
rom W=3 Transmittal of Wage and Tax Statements 2021

Send this entire page with the entire Copy A page of Form(s) W-2 to the Social Security Administration (SSA).
Photocopies are not acceptable. Do not send Form W-3 if you filed electronically with the SSA.

Do not send any payment (cash, checks, money orders, etc.) with Forms W-2 and W-3

ALABAMA
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Form 1099-NEC

Federal Form 1099-NEC (Non-Employee Compensation) is used to report amounts
paid to non-employees such as independent contractors and other businesses to
whom payments are made.

Specific instructions for filing Form 1099-NEC (Non-Employee Compensation) for
each person to whom you have paid at least $600 during the previous year for:

 Services performed by someone who is not your employee (including parts
and materials).

* Payments to an attorney.

Instructions for filing Form 1099-NEC are available on the IRS website,
https://www.irs.gov/.

ALABAMA
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Form 1099-NEC

VOID | CORRECTED
PAYER'S name, strest address, city or town, state or province, country, ZIP OMB No. 1545-0116
or foreign postal code, and telephone no.
2@ 2 1 Nonemployee
Compensation
form 1099-NEC
PAYER'S TIN RECIPIENT'S TIN 1 Nonemployee compensation
s Copy 1
RECIPIENT'S name 2 Payer made direct sales totaling $5,000 or more of For State Tax
consumer products to recipient for resale Department
3
Street address (inciuding apt. no.)
4 Federal income tax withheld
City or town, state or province, country, and ZIP or foreign postal code $
5 State tax withheld 6 State/Payer’s state no, 7 State income
Account number (see instructions) s $
Form 1099-NEC www.irs.gov/Form1099NEC Department of the Treasury - Internal Revenue Service
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Form 1096 — Annual Summary and
Transmittal of U.S. Information Returns

* Form 1096 is a summary form used to transmit paper Form
1099s (and other informational returns).

* This form is provided for informational purposes only; it is
not a tax form.

* Must mark in Section 6 only one box indicating type of form
being filed. Do not mark multiple boxes.

* Form 1096 filed with Form 1099-NEC must be filed by
January 315,

opas,, © % ADOR4BEST!

REVENUE

28



ALABAMA
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Form 1096

Annual Summary and Transmittal of
U.S. Information Returns 2021

OMB No. 1545-0108

For Official Use Only

Return this entire page to the Internal Service. Ph ies are not

Send this form, with the copies of the form checked in box 6, to the IRS in a flat mailer (not folded).
penaltos. of perjury. s return and, 10 the best of my knowledge and bellet, they are true, correct,

and complete.

Signature » Title > Date >

Instructions Enter the filer's name, address (including room, suite, o other unit
number), and taxpayer identification number (TIN) in the spaces.
Future developments. For the latest information about developments | provided on the fanm. The name, address, and TIN of the filer on this:

related to Form 1006, such as legisiation enacted after it was form must be the same as those you enter in the upper left area of
published, go jov/Form 1096, Forms 1097, 1098, 1099, 3921, 3922, 5498, or W-2G.

T T AT T T e [Petgapigns gy
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* WWW.Irs.gov/

Internal Revenue Service

- IRS Forms: 1-800-829-3676 G| e e Lo | i

e IRS Assistance: 1-800-829-1040

* FEIN: Submit Federal Form SS4 by
mail or fax or go to www.irs.gov/ and

Pay Your Tex Bil Get Your Tax Record

Get Your Refund Status Apply for an Employer ID Number (EIN)
Preparer TaxID Number (PTIK) Get Answers to Tax Questions
Individual Taxpayer ID Number (ITIN) Apply for a Payment Plan

SearCh for EIN Online Forms & Instructions
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How to Report
State Withholding and
Related Forms

ALABAMA ;
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State Withholding Tax Forms

Monthly...if employer On or before the 15% of the month First Return — New employers must apply for withholding
withholds more than $1,000in  following the end of the month being tax account on My Alabama Taxes
the 1%t or 2" month of the filed (e.g., Form A-6 for the month of ¢ Final Return— When an employer ceases to withhold
quarter January is due on or before February Alabama Income Tax, place a “X” on Line 1 of A-6 form.
15)

A-1 Quarterly...if employer On or before the last day of the month
withholds less than $1,000 a following the end of the quarter being
month filed (e.g., Quarter ending March 31

is due on or before April 30")

A-3 Annually Due on or before January 315 *  W-2s must be filed with A-3
* Filing must include Federal 1099 or 1096
*  Must file electronically if returns & payments were filed
& paid electronically
*  Must file electronically if the A-3 includes 25 or more W-
2s or 1099s

ALABAMA ;
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Filing State Withholding on MAT

* Register for a withholding account at My Alabama Taxes (MAT)
at https://myalabamataxes.alabama.gov/ /.

* Once you have been issued an account number, a sign on ID and
an access code, return to MAT to register.

* Once registered, logon to MAT to file state withholding taxes.

Rk © 2 ADOR:BEST!
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Form A-3 —
Alabama Annual Reconciliation of
Alabama Income Tax Withheld

Employers must submit copies of Form W-2 to
the Department using the Alabama Reconciliation
Form A-3

Rk © 2 ADOR:BEST!
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Reset Form
FORM A-3 STATE OF ALABAMA

ANNUAL RECONCILIATION OF ALABAMA T
INCOME TAX WITHHELD

z |

Form A-3

* Due on or before the last day of
January following the end of year
being filed.

COL 1 - TAX WITHHELD COL 2 - TAX REMITTED

* Requires employers submitting 25 or

more W-2’s or who have filed and
paid electronically during the year, to
electronically submit both Form A-3

Zlolelnlelnlnlelvo|wlelolnl

8

SR OATE
NOTE: DO NOT send without W-2's. A-3 received
without W-2's WILL BE RETURNED.

ALABAMA
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and W-2’s online.

* A-3 received without W-2’s will be
returned.
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with any W-2s.

ALABAMA
DEPARTMENT OF

REVENUE

How to File State 1099s

* 1099s with no Alabama income tax withheld are filed using copies the
Federal 1099s along with a copy of the Federal 1096 Annual Summary and
Transmittal of U.S. Information Return. They are due by March 15% and
should be mailed to:

Alabama Department of Revenue
P.O. Box 327489
Montgomery, AL 36132-7489

* 1099s with Alabama income tax withheld are reported on Form A-3 along

€ 4 ADOR:BEST!
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Other Payroll-Related Taxes

ALABAMA
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Other Payroll-Related Taxes
[J [J
Not Administered by ALDOR
JAN) NN STATE MUNICIPALITY / COUNTY
See IRS Publication 15 at www.irs.gov See labor.alabama.gov See www. AtlasAlabama.gov
for local government websites
Form W-9 (Request for Taxpayer Unemployment Tax Occupational Taxes
Identification Number and Certification)
1-9 (Employment Eligibility Verification)
Federal Unemployment Taxes (FUTA) State Unemployment Insurance
Social Security and Medicare Taxes Unemployment Compensation
Reports
ALABAMA
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ALABAMA
DEPARTMENT OF

REVENUE

Helpful Links on ALDOR’s

Website
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Go to:
Revenue.alabama.gov

Click on “Businesses”

Click on “Withholding Tax”

ALABAMA
DEPARTMENT OF

REVENUE

ALABAMATAXES 8 CONTACT

Alabama
Department SERVICES FORMS LEGAL NEWSROOM ABOUT
of Revenue
Businesses Home + Businesses

The quick links below have been curated specifically for businesses looking for information on filing taxes, obtaining
licenses, registering a business, and other services provided by the Department of Revenue. The header boxes above
the link lists will take you to that division's page.

Income Tax Sales & Use
Administers individual income tax, business Administers. collects and enforces taxes, incheding
prvilege 1a%. corporate income 1ax. panaerships. sales tax and copsumen ax.
$-Corporativn. fiducir: 2od svtate fax. finansial
institution encise tax. sad withholling tax, Simplified Sellers Use Tax
Alabama Accoutabaly At ONE SPOT
Dus Dates ‘Sales Tax Holidays

ax Rate:

Due Dates

Auessment Procedures

How 1o Close 3 Busines

Follow Us

€ 2 ADOR:BEST!
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Alabama
Department

o Revenue.

Tndivadual & Corporate Tax

e Tne e

My Alabama Taves
[P ———
eclon for e

Besdhrs

Current Issues
Lear sboct o chinges ae fomst

BME  LEGAL NEWSROOM ABOUT

Home + Secshs - Ioieadest & Corporne Tox

INCOME TAX

sparahis i e wdmranon of vl ome . Vs Bl I, PO 1
5 Conpumtion, ofaasey s esat 03, fnancit st xcin s, st b e

Go to:

e https://revenue.alabama.gov/individual-corporate/

Toschadale an sppeictzent t cor main ofice in Morsgomery, Alshara.chick bas

Due Dates

Fuadt s cate ot adsesteed
[

Bz

Assistance for Taxpavers
Fred belp for s e e

sdcisered by fecoeze Tax

Beadacs

Construction Employer

[ —
to:pay i e s
o

BestMioze
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Taxpayer Service Tax Laws

o B + Due Dat

S IR iy B uc Dates
#oa @

ER——

—— s ¢ Tax Laws
* Forms
T e Administrative Rules

o FAQ

Assessment Procedures  Forms FAQ
P : ™
PR aboun Tosor T,
procedure. Lol

Boados
Eadias
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Go to:

Revenue.alabama.gov.

# MOTOR VEHICLE

Alabama
Department SERVICES EGAL NEWSROOM ABOUT

of Revenue
Forms Home > Forms

Access forms, form instructions, and worksheets for each tax division below: The list is currently sorted first by division and then by
category. You may search for a specific form by typing in the search bar, or sort the list by clicking on any of the column headers. You
may filter by division. category. and year using the dropdown menus at the bottom of the forms table.

. 113 bR}
Cth on FORMS . All forms will download 25 a PDF. Please gefer to the list of mailing addesses for the apprapriate forms. For income tax form orders, please use this contact form

Type the form name in

the Search bar.

ALABAMA
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Show 1w |entries ———) 5o

Number Tidle Division Category Year IF

ALMS Nonresident Military Spouse Withholding Exemption  Income Tax Withholding 2019
Centificate

Forma A4 Cenificado para todo Empleado de Exencién de Income Tax Withhelding 2016
Retencion de Ingresos para Pago de Impuestos

Ad Employee’s Withholding Exemption Certificate Income Tax Withholding 2014
(English)

Form IT-FA4 Petition for Review of Preliminary Assessment Income Tax General 2005

Number Title [ vl

Showing 1to 4 of 4 entries (filtered from 1,463 total entries)
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Centers can be found at:

Taxpayer Service Centers

The Alabama Department of Revenue has nine Taxpayer Service Centers
located throughout the State to assist you. Contact information for the Service

https://revenue.alabama.gov/taxpayer-service-centers/

ALABAMA
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Alabama Department of Revenue
Contact Numbers
* (334) 242-1170 Option #1 Individual Income Tax
* (334) 242-1170 Option #7 Withholding Tax
* (334) 242-1170 Option #6 Corporate Tax
* (334) 242-1170 Option #8 Business Privilege Tax
* (334) 242-1170 Option #6 Pass-Through Entity
* (334) 242-1189 Certificate of Compliance
* (334) 242-1584 Business Registration
* (334) 242-1490 Sales and Use Tax
Eeukie € 5. ADOR:BEST!
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Thank you for being
ADOR’s B.E.S.T.!

B.E.S.T. Webinar presentations can be found at
https://revenue.alabama.gov/taxpayer-advocacy/b-e-s-t-seminars/b-e-s-t-
webinar-schedule/

Also available are B.E.S.T. Learning Modules at
https://revenue.alabama.gov/taxpayer-advocacy/b-e-s-t-seminars/watch-
modules-online/

ALABAMA ;
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Questions?

Please use the Q&A feature in Webex to ask the presenter questions.

ALABAMA ;
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